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CoRpoRnrn PRoprlu

USMX. INC., is involveJ '''
lL" "*plor.tto,'. J"""lop*"ot

,,oJ p.,rJ...tr,r,, ,rf g,rlJ

properttes ill tL" Ulrit.J St.t.".

Oto." tL. p."[ [wel"" y".r,
IISMX [". p"og"""r.J

f.o- .r, "tpl.r"rtl.r' company

ioto . 1.,lly inlegraleJ

p.o[ttoLl" mining company.

T[" C,r-p..ry. rr'"J"" ftrr.r,.i.lly
conservaIive managemen[,

,r'ill cootirr,r. [o pursue lts

gr.rrr'tl, pl.r'r" t[r".rn gl't

"*ploralloo anJ acquisi[ion

o[ "cooo-i"ully attroctin e

opportunrIles lr llre

-ilr.r.l, Lusiness,

LotL Jo-.rti".,lly

^rrJ i n[."'r.tt o,rully

., -.y L" ,"."...'t"J.

USMX '' committeJ [o

rematn a[ tL. fo".J".r,rt

ol emerging minerals

inJuslry p"oJrr"""".
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Lurrun To Srocruolu[Rs

TI l-:. has bccrr a st-0ng vcar for L 5ltl\. mainh irrrolv rg

the solidifrcation of our production and rest-rurce base at

Alligator Ridge in Nevada. USlvlX contrnues to grow and to

operate prohtably during these difficult and challengrng rimes.

US\,[X's contrnued strong financiaL position Ls i,'ery noteworthy.

WiLh no long-term liability other than reclanution accruals, and

$I 1 4 million in working caprtal ar'ailable, USI,'IX has the abilrty to

connnue t0 impro\,e its production capability, and to sustain its

By demonstrating its abilit,v to operate

profrtabl;" during Lhis pe:iod ol lower

uold prices, it is apparent that llSN,lX,

with its sound production base. can

contlnue to grow under current

economic condirion.q.

Cash llorv remains very strong

at $4.1 mrllion foL 1991 WhLle

earnrngs of S l .9 mrllion are verl

rrsptLtlblc gir rr . urrrnl e( 0'r0*:c

conditrons. net income for the year

is lorver than for I99Ll. Ihis is

development efforts, as well as to

pursue signLlicanL nerv grorvth

throrgh erp orrtio- rnd acquisirinn.

,As 1'ou may be au'are , 1t is USlvlX s

torpurar|-'po1.c| to aLLe*pt Lo h,'dgc

at least 50% o[ its scheduled gold

production lor two 1'ears into the

luture due to the unpredrctability o[

qold pr itt, ard ,.'ur need t,-r rnrure ;n

acceptable revenue level Because

there have been very lew good

opponunitLes Lo accomplish this goal

l.rrqrlr a trihutab e rr\ lo\\ er rre-age go,d

nr rr". -r.rlr-rd :rd tc '-, r'r.r'l ccsl of

sales. Though cash operating cosLs are

comparable to past results at $2 5B per

ounce produced (rncluding royaltres and

mming taxes), the non-cash componenl

in the t,'ral tu>L ,lf :ale: Iigur. h.rs in-

creased due to sunk costs attnbutable

t0 the acqursitlon and developmenr o[ a

porLi0n oi L:Nl\ > currer. pr,-rductior

Thrs situation rvill show gradual

improvement as additional relatively lorv

cost minrng operatlons such as the

\;Lnkce Pruj-ct ;rt .\llig,rror Ridge in

\\'hite P.ne County \e,rd.r..rr,, plr inro

productron 0yer the next several vears.

dunng the past year. how'ever, US\,{X rs

cunenll) hedged only to the extent of

about 50uL of rts scheduled sales lor the

rer '2 mon'" penod:t an ere"rge pnre

^l\(, 
n r"'\rf/. l5< < n(:lhrn\\'c

rvould like, but lack oI acceptable hedging

opponunities is a problem lacing mosr

nimng companies pnncipallv rnvoh'ed

rvith gold production. Should an acceptable

opponunitv be forthcoming in rhe future,

lt is ou1 intent to sigruhcantly Lmprove our

crurent hedgrng positron. LSltlX's average

pnce realized from its 1991 gold sales r,vas

$376 per ounce as compared to the

1 1'.. 199I -i1".1.,.,.,, i.'rluJc,

R"". "".'. i,'"".o*irrq fi
t" $17.6 "'illi""

, ll.rr.'ing" "l $1.9 "'rllr""

". $0.I4 p"" "1"."
St.*Lh"lJ"* cquitv risins

t" $20.1 "'illr"".

"" $1.J,1 p"" "1,"""

G"lJ p""J".ti"" t"t"li"q

4Z]JZ9 """"o*
C"Jt fl"* f"o- op,."ol ing

aclivrlics "l' $4.I -illr"".
.,. $0.29 pn".[',o"o

W.r"Linq capital inrreasrng

t" $II.4 -,lli"n

average LN{E spot price of $362 per ounce.

rcp-c)cnt nB J gJi-t frotn h<dg.ng .lLtir irres

of appronmately S61 3,000.



During 1991, USN{X contrnr-red to produce gold from its

Alligator Ridge, Casino, and Green Springs operartons. and

began production at rts \\inrock lt{ine. Our 42,000 ounce

productron goal for I991 was achieved. Developmenr at the

Yankee Project was initiated on schedule in Seprember, I991,

and constructron rs at this date nearly compLete and under

budger. First gold producLion from rhe Yan kee N,line is

targeted lor the second quarter of 1992 and will provide an

rmponant porti0n ol our scheduled I992 LoLal producrion.

USlvlX continued to locus irs exploraLion efforts on its 3,1,000

acres ofland holdlngs in the AlLigator Ridge area rvhere 91,0110

linear feet of exploration and development drilling were

compLeted dunng 1991, The USI,IX resen'e and resource base

has increased signihcanrly to a current toral o[ 683,000 ounces.

This figure includes proven and probable, oxide resen,es of

I I,500,800 tons wrth an average grade of 0.046 ounces of gold

per ton, c'r a total of 52'1,500 contained ounces of gold, plus an

additional 21,000 recor,erable ounces rn existing heaps.

Continued accelerated evaluation of rhe Alligator fudge area

potential is scheduled for the inimedrate future rn an efforL

desrgned to dehne the Companv's next production sites. Based

on the results ol our exploration efforts to date, it seems apparer.Lt

that srgnificant porenriaL exrsrs ro expand the Alligator Ridge gold

resource substantially, u,rth an attendanL increase rn mine life

and/or productron rates.

Evaluation ol attractive opponunities rhroughout North

Amencan also continues on a high pnority basis. It ts anticipaLed

lhat this intensive evaluatron program rvill show posiru'e resuhs

rn the near-term. Though we are focused on the Unired States, o[

note is the fact that u'e have extended our current ellorts into

It{erico where ihe economic oppurtunLties have only very

recently become favorable. A conservauve, cautrous studv of

available situations rn stabLe portrons oI Latin Arnerica Ls

wananted grven the present problems lacrng the mimng industry

n the United States.

We at LISlr,[X also rvish to assure our stockholden Lhat the

Companv is committed to a responsible environmental policv

Lnr,rronmental planmng is a pnncipal consrderation rn all of our

exploration, developmenl, and mine planning. Envrronmental

conrrols and ongoing reclamation actLvitLes are an integral part of

Lorporatc li[c. oani.ularh in Lhc nrirring indusLq . L 5frl\ i'
acti\€ly pursuing exccllence in this regard and has recerved onl,v

prarse for rts efforts from govemmental agencres To do any'less

than our best rn this endeavor would be unacceptable and could

jeopardue our corporate well being.

lvluch of the strength of U,qN4X rests with irs people. We are

partrcularly proud and appreciatrve of their efforts on behalf of

the Company during 199 L, I rvish also to express my thanks to

our Board of Drrectors for its support and counseL ,..r,,'er these

past -'0nths. Our Board consi;Ls of a |cn'stron3 and ablc

group o[ rndLviduals, and USNTX is most iortunate to have their

assistance during its gror,vth years.

USN'IX continues on rts steadv course of pLanned de,,'elopment

and continued growth llrth flnancial stabihty. Our existrng base

u[.rocr"rti.rns.rt AJligat.rr Rrdqr i. :till crp.rnr].n8, antl ir;
.1,rl(,nlial corrinucs to gro$. lt r; row csn-'rted that gold

production frorn this area will exceed 50,0110 ounces in I992.

USN{X nanagement will continue its efforts to identify and

take advantage of the opportumties presendl'' existing ln the

mining industry. Our luture as a sound, consen'ative, and

ptofitable mining company remains brighL. Your managen.Lent

rvr11 continue l0 strive to achieve our ultimaLe goal oi

signilrcantly rncreaslng the value of USN{X for the benefit of

the stockholders.

Sincerely,

4,^e.PtQ.^-r
Jumrs.\. Knor /
Presrdent and Chief Executive Officer

J



Opnnrrrous Ruunv

Usl,lx u.hr.u,d recorcl gold production in l99l for the lvlining on the Wrnrock deposits conmenced inJulv. Ir'line

production for the year totaled 'f40,000 tons at a grade o[ 0.037

ounces of gold per ton. Although the grade at Winrock is

considerabl,v lower than Casino, the profrtability of Winrock has

been enhanced b,v both a much shorter ore haulage distance, 1.3

miles vs. 3.5 miles, and a lower strip ratio,0.93:1 vs. 3.50:I.

I lcach pad cxpansion inas complctcd nJure at thc

centralized process site to accommodate the Winrock produc-

tion. Combined leach production at the CasinoAVinrock plant

resulted in approximately 20.000 ounces ol gold, at an average

third consecutive year, producrng 42,329 ounces fiom its four

operating propenies. The average cash cost of productron for

the year rose slightly to $258 per ounce o1 gold, including

royalties and mimng taxes, due to drminishing production at

Green Springs. Howel'er, US\IX remarns a lorv cost producer.

The I'ear was also marked with srgmficanr achier''ements bv

the erploratron and der''elopment groups to increase the resewe

base in the Alligator Ridge Trend. r.vhich provides lor contin-

ued efficient utilization o[ operaling staff, equipment and

thcilures lbr the lbreseeable luture, and whrch should ultimately

resuh in grorvth rn gold production.

cash cost o[ $307 per ounce in 1991.

C,tstNo,'WtNRocK MI\[

Joint operations at Casrno and Winrock in 1991

resulted in the mining of approximately

736,000 tons of ore at a grade of

0.046 ounces ol ,tr
,.J Ira

OurLooK

Approximately 555,000 tons ol Winrock ore at

a grudt t-rf 0.047 ,,unces of gold oer ton
gold per ton.

The Casino

deposrt was

remarn to be mined. Completion o[

" 
mining and cmshing will br

depleted in April,
accomplished in Nlay and June of

l()U./ rp<np.ir\'pl\' I pr,.h
' '-r ''-t,---. -./ "---..

providing about 296,000

tons of ore during 1991 at a grade 0f.060
estimated to be 23,000

ounces o[ gold at a cash cost

of S23O/ounce. This

ounces of gold per ton The Casino deposu produced

59'1,000 tons oI ore at an average grade of ll.Lt54 ounces o[ gold

per Lon during iLs life.
projected sigrificant reductron in unit cost is due to the cessatlon

of mining and crushing operations. which rvill greaLly minimize

costs during the second haLf of the year.



Atttc,ttoR Rtoct Mrr,ln

The Alligator Rrdge Mrne (ARli,t) continued ro be a srgnificant,

lorv cost gold producer in 1991. Gold producrion, primanly

lrom re-leaching of the existing heaps, totaled more than I7,000

ounces at an average cash cost

of $I79 per ounce. Gold

production was enhanced bv

shallow drilling and blasting

on cenain sections of the

heaps to fiacture imperme-

abie la1'ers and to impror,'e

the percolatron of gold-

recovering so lutron through

the heaps. Thrs innovative

approach to asist leaching

rull contnue rn the future and

should ultimately extend Lhe

productive Li[e of the heaps.

During the year, srg-

nificant progress rvas made

towards modernizing the

ARII,I refinery to treat loaded

carbon and produce dore

bullion from all ol the

Company's Nevada pro-

perties. Constructlon of

these facilities, rvhich is scheduled for completion rn early

1992, will serve to further consolidate activities and lncrease

efficrency in the Alligator Ridge area.

Considerable effort was also expended to upgrade the heap

leach system and other plant facilities rn order to bring them

into compliance wth cuffent envlronmental standards. This

overall effort to improve facilities and update permits should

pror idr a 
'olid 

basis [or continued operaticns ar ARV

OUTLooK

Releaching of the ARM heaps will continue dunng 1992 with

producrion projecred ro bc 10.500 ounccs ol go)d at an

estimated cost of $244 per ounce.

A formalstudy was initiated rn mid 1991 to evaluate the

potential t0 resume mining actrvities at the ARM. The Vantage

Basin study undertook the re-evaluation oI geologic and assay

data from 1,571 drill holes throughout the mine property. The

)( uuI 5ULLC)5rUrr)

identifred a total resene of

approxrmatel,v 2,73 1,000

tons grading 0.038 ounces

gold per ton, and was also

successful in identif,ring

targets for posible

expansion of the reserves.

ln I991 approximately

$52,000 rvas spent on

drilling a portion of the

Vantage Basin. Thjs r,vork

panially delineated a reserve that was incorporated rnto the

Vantage Basin Study. In 1992 approximately 29,000 leet o[

dnlling are planned to totally develop the near surface onde

reserves and to conduct some initial exploratron of the deep

oxide and carbonaceous potential known to exist.

The Vantage Basin resen'es represent a very viable

oppo unlty for USlvlX t0 initiate near term production. The

existing facilities, equipment and rnfiastructure should greatly

minimize capital inr,'estment, provide operating effrciencies

and sigmficantly reduce the amount of environ-

mental permitting.



Duvuloplrnt PnopilRTIES

Gnuu SpRnics IIril
T\r Crrrn rp-inq' \lirr r Lr-t r-ruI to pl.u rr *l''-tirt

r,:le as a low cost gold produceL dLrrLng 1991, providing

4,984 ounces at an a\,erag. cash cost o[ $91) per ounce, A1l

production rvas irtxr re leaching o[ the herrps. A"s of 1'ear end,

'-'n ctt iptinqs l'ts ,"od.r,..d - rp-or -rrtch pl.,)QJ,'1 11'1s I r'

a lile of mine re coi-ery of 9 L!,1,.

Ytlxl.r: Pnorur L

The Yrnkee propen,r, located srx mrLes sor,rth ol the Alligator

RLdge lvhne (ARl\'l). was the -.ire of previous minin,g activity bv

the lbrmer operators of r\Rlvl. USN'IX initiated a leaslbiLrty *udv

jn late 1990 to er,aLuate the resel'es and prc,Ject econiintics. lhe

stud. r' s romphl. d - I re. l'".,1 Jr0 Jfpr.\d lc froicid
rvth project der''elopment rms receu,ed

OurlooK
The focus in 1992 u Lll be on frnal re-

clamatLon c,f Lhe propertf. EflorLs rvill

continue to reestablish legetaton rn those

,1J, 1. 11Ln1r r". cnl, I 't h r. h, t ' .om-''_'"_".,'a "__ "'
pl,. tcd. Dr t.'..i'ratiurr a .J ..rbili-rtion

.-, hc h.".:1 .. \e, rg'rg thr.,l,1hour

. r"^ . ,.. .,.,.r. -.,-.* ,r - .rr ,. .:lurLto t

rc5.l.1trt- f.rlL Lh: tn.r'c . L .'f:ulutiUtr

Lhrc'ugh Lhe heaps.

tr{onrlr,r Trnrns }fnr,

The lnlontana TunneLs trline is located ur

Jefferson CounLv, N{onlanr, and is operated

GOLD RESFR\T AND
RESOURCE IN\,ENTORY
Contained Ounces in Thousand5

shonlv thereafter.

The Yanliee priiiect rvilL utLLize open pit

nrnrng, crushing, herp leaching and

carbon adsorptior.r t0 re.ovel gold. Loaded

cerbon u,ill br shipped Lo Lhe nerrb;'Al{lr4

relinerv for turther treatmeni.

P , - 
',^ 

rc r rno h'd 1". n,nr:i.rtcd b,

the preyiorls or,ners. LlSNlX,,vas able lo

frst track prL,lect c0nsLrucLi0n, Construc-

tion commenced in Septemher, 199 I. and

at ,vear end constrLlctLon of aLl lhcrhtres vras

nearly completed Pr0leci ilcli\,rtles have

been hrghlighted b.v the iebrication and

.J strrr.liun -rir p, rrblc crLLrhrno plant

utilLzing surplus crushing equiprnent from

AR\f , prolected o)erating cost .sa\rngs

100

b1,' Peqasus Go,d t,SN{X is enritled to the greater of a 5 9,i net

pri lits rt|a Lr nrtcf-jr J',r nt.nllnrL t ad\a trr ro\illt) J'

$60,1-r00 per monih untrL certaLn consLructi0n. Iand acquisltLon

and assocjated hnancing lnd 0ther costs har,e been recovered

ht P or.rrc tnd t itl nrt rrr',rnt' r',rr'.rlrt irrtn', rr th ' rft.''' '': " "r'''-
Dunng 1991, U5N4X receLved minLiium adr,ance ro)'allLes of

$720.000 irom \,lontana Tunnels.

rvhich rvrlL result from sell-crusi-LLng are sigr-Lilicant

tr4ining. using a conlrect mlner. beqan ur October. 1991.

CmshLng ol ore r,i'iLh US\4X pe rsonne l Ls schedule d for

Februarl,. 1992, rvith the commencement of leaching to beqin

lJrirrt lrc iccl nd quJncr 0[ l.rt'2 upo.r conrplctron or Ilrc

iniriaL heap leach p.rd. Gc'ld producLion in 1992 rs estimated to

be 1j.400 ounces ar a cash cost ol S293 per ounce.



RESERVES

Yankee's prover. mineable ore resenes as of December 31.

l99L totalid 2.12 mrllion tons grading 0 044 ounces o[ gold per

ton. In addrtior.. the probable resen.e pLus inierred resource toral

1.18 miLLion tons grading 0 ll53 ounces oi gold per ton. The

present mineable resen,e is suffrcrent for a thrte _vear mine 1ife.

EXPLoR\TIoN

In I99l approxinaLelv

$+88,000 1n"25 -spent on expLora-

tion in the Yankee Project area.

The maloriLy of thc expendL:ure

r'i'as for exlloration and

development dnLLLng on the

Saddle, Spur. Union, and Grav

deposits. Explc.ration expendi-

Lures to date bl U5\1X on Lhe

Yankee Prolect equate to

rnnr lYrmar,r r (5 ii r'r,'r nrnr prr'ff ",' "'"'_ 
"r

mineable ounce of gold

ln addiLion to drilling. significant qeological mapping.

qe,'cl-e*i. rl s.rnrp -g anJ ;. op tril' s uc-c complcLcd or cl

rnost cl th-' proj-rl lr lJi.. ll'i; ,,:'k h.r;:rrtce:.iull.

idcn.ifi.cl ..rr aJdi.i.-'n:rl (\plJ ill rn.Jri.l.. \ min.i- Jm0u-r ' I

drillinq on each has veritred the presence oI gold mneralization

of conparable gLade to that Ln the cunent mLneable resen'e.

ApprcrxLmatel,v 18,t100 [ee L oI exploraLLon and der,elopmenr

Jr I inq.rt p];nnrd Jur'rg r\e sec, nd h rl[.ri '902 
L.r crpl.lr-

man,i oI these targets and ro rllcrease the pror,en and probabLe

reser\re b,v ,\.ear end.

All thc gold mineralization encountered tc' date at Yankec is

L,<ted bv h. Prlo i".tranJ ii n;-6,1 ..'rll'u 0''lrlh(. Thc

lrn<r 'rrl <"'d',.1 ,"rl rl,.orll -'l '- "' -Ir r L\ u>r UPLL. || rr^rLr5 UPC r I

'it : - rp .rnJ hra. ,.r. hinr r r,rblc. Thr rc:cr\() arct"""'a

emplaceC in numerous deposits alienec aLong the lvest flank

cl : r, r'lrirr:.' t r"d 'p arlr, r'c .hc n'llnerall:.rlton li

controLLed b) a

series of feuLts thet

lrend east t0

norttreast. or

^ " 
, 

^ " 
. ,1 , . , , 1 

" 
- , ^

the anticlinal axis.

The Yankee l,'line is

located within a

major r.Lorlh-

trending lold beLt

dp<ron rtpd rhp

Alligator ltidge

Trend by Compan,v

geologLsts

Ou r loox
The qeoLogic

r"rnderstanding and

largBl delinition

naYe malureo

. ^. .i ,.1,. 
',1 '1. f,., '

Yankee This

shouLd allorv the Conpan,v t0 lncrease the reserves n 1992 at

minimrl -o'1. [he \ i. \ce ]\lir( i) r '(rr i\c.Lin; dcf(lop-

ment ior USN{X rvith a longer mine hie than prevrcius

operations and ivirh an ercellent chance t0 lncrease this life

beyr,nd the presenr three veers



Soutu Cnsrno/
Porm Frars Pnoncr
ExPLoRATtoN

Exploration expenditures in l99l of approxirnately

$213,000 made on the South Casino project succeeded in rhe

further definition of shallow gold mineralization on the Poker

Flats and Repeat targets. 0n December 31, 1991, a probable

reserve of 500,000 tons gradrng 0.045 ounces gold per ton and

The gold mineralization is smrlff to that lound at the

Alligator Ridge and Yankee Mines. It is hosted by Pilot Shale

that overlies massive Devonian limestones. This shale- siltstone

host has been breccrated by numerous faults and intensely

silicified. Gold nuneralization drscovered to date is found at

shallow depths

and is oxidized,

facilitating open

pit mining and heap

leaching.

an infened resource of 208.000

tons grading 0.070 ounces gold per ton were estimated.

ln addition to drilling in 199I, topographic base maps were

generated for all of the project area with geological mapping

and geochemrcal sampling completed on much of the prospec-

tive ground. This work has succesfully identified seven

additional target areas with favorable geology and geochemisrry

which wr1lbe explored in 1992.

Approximately 18,500 feet of dnlling are planned for 1992

on the South Casino project. This will include further

definition drilling on the Poker Flats and Repear deposits and

exploration drilling on the other set'en identified targets,

OurlooK

South Casino is a very

significant and exciting exploration project for USMX, lt will

be the primary focus, along with Vantage Basin, for our

Exploratlon Group in 1992. The South Casino Basin,

encompassing approximately 2,000 acres, is underlain by

favorable host rocks, all of which are altered by hydrothennal

processes to some extent, Sparse drilling has established the

presence o[ low grade gold mineralization over much of the

bas'in. The cut-off for future pit limits in the project area will

probably be determined solely by economics due to the l'ery

large tonnage of low grade gold mineraluation present at

South Casino.



E.rst BIr,l. G,u,rw Pnolncr

HoRSESHOE DEPoslr

ExPLoRATToN

During l99L US1\{X spenr approxLmateLy $181,000 on rhe

East Bida project. N'lost ol the expendrture rvas lor explcrration

and de' elopmcnt L.lrillinr rr thr H,-rr;rshoe depor'r I' rre | .r.

on qeoloqtc nrntection,,'r'trndrno frnm rhr.. rJ.n^<rr rn rh,.'' 4" h'

northwest and southeast. In late 199I and earLy 1992 addi-

Lional infll drLlling u,zs successiully undertaken at Ilorseshoe

to assist in the ore resene dehnition.

The gold mureralizaLion on the Ba* tsida prolecr is hosed bv

both PiloL Shale and intrusive rock u'hich uns emplaced alorg the

nonhwest Brda Trend. The orebod,v ourcrops along a ridge r,vhLch

wiLl allow the deposit to be mined at a veq' lor,r, stripping ratro.

OL,'[ooK

L-51tlX ri rll adlan, c crg rccr ing and pc rm.tt . rrg orr Lhr

Horseshoe deposit Ln 1992. Horseshoe, together il'ith the nearby

Galaxi deposu and potentral

dLscoleries on

the adjacent

could ultimately

be mrne d integrally

:nr] nr,rrec<P.] ,l r.cnlrrl_'" T'"_'-"_"

faciliry. A haul road already exists fiom the I Iorseshoe

drposrt to thc proposcd plant:rtc. \\i,rk rn l9Q2 rs dcsrglcd to

c0mplete the development drilling on both the Horseshoe and

Galary deposits and to identify additronal potential on the

propernes. Pendlng the results of rhis dnlling and fuvorable

en$neenng studies, this compLex may i,vell be a viable produc-

tion unit for UStr4X in the near future.

Ger-rrl Pno;rcr

A small proven resene 0f approximatel,v 406,000 tons grading

0 046 ounces gold per ton plus an additional rnfened resource

exist in rhe Galarl Prqect area This mineralizaLion is wiLhin Li,vo

mrles o{ the Horseshoe deposit and u'rthin a mile ofthe proposed

plant site. The deposil has been kno\\'n for several years, and rn

199I LSl,lX spent approximately $23.000 on defrnition drilling in

rhr< rrcr rn r<<r<l rn pndrrcall'ro

Approximatel,v $77,000, whrch prolides for B 000 lier of

drilling, urll be spent in 1992 to compleLe Lhe development

drilling on rhe deposLt and to explore several addrtronal targets

idenLiiied in 1991

Although the gold mineralization at Galaxy Ls hosted in the

Pr ct Sl-rlc thc ocd. mrc ree- r'lted rcr-rc.r..) -e.u t.rg in thr

development oI slip faults Ln rvhich the gold mLr-Le ralization was

deposited. The core of Lhe deposit is high-grade $'rth a low grade

cnvelnn,' crrrroridrno ii

icvclal otl-cr a-,. . ul t .rm l- 3,eologt.rd lavomble

geochemistry enst on the Calaxy propertv that renain untested

b,v dnlling. GeologrcaL mapping, sampling and drilling on these

frroPr< ,r'P nl;nrrpr] for lOQlT'_ "''' '"' '- "

OurLooK

As stated above, the

Galaxi deposiL as well as any future discoveries ot.L the

property wiLL be combined rvith the nearby

Horseshoe deposr: and processed at

one centnl piant.



Wnr BIoe,,ToP PROJICT

In October 1991, USli,{X announced thar a Purchase Optron

Agreement had been concluded with Placer Dome U.S.. lnc.

tnvolving essentially all of the West Bida project area and

The gold mineralizarion encountered on the Top and East Top

deposrts rs emplaced in breccia zones created at the intersections

of northu'est and nonh-trending faults in Paleozoic sediments

and rntrusives along the Bida Trenc

rncludLng both the Top

and East Top deposrts

rhat are part o[ and
OurLooK

The gold mineralization

discovered on the West Bida

project is oI srgnificant grade

and represents a viable

mining opponunity for

USN'IX if Placer Dome elects

not to exercise its Purchase

Option. lt is envisroned that

the ore could be trucked via

an existing haul road to the

same plant srte which may

be developed for the

Horseshoe and Galax,v

denncir. A lth.'rr oh rhP-_r--.'- .'"-'"_.]" "'-
haulage distance would be

approximately five mrles

downhill, the average ore

grade ol0.08 ounces gold

per ton rs adequate to cover

this additional transporta-

4

10

contiguous to a deposrt

owned and previouslv

mined b,v Placer Dome.

The Top and Ea* Top

deposits are currently

estimated by USI\{X to

contain approxrmately

150,000 ounces of gold.

Placer Dome has

commLtted to expend a mmmum of 5500,000 lor exploration

work on that portion of the pro.lecr area including the Top-Easr

Top deposits prior to December 3I. 1992. and ro erther

exerclse its option to purchase thar block of ground lbr

$5,000,000 before N4arch l, 1993, or to retum rhe properry to

USMX. Placer rnav also purchase a second block of adjacent

claims in the project area for an additional $6,000,000 ar any

time before N{arch I. 1994.

tion cost. Previous ore mined from Top for the account of our

predecessors rvas nucked 17 mrLes to the Alligator Ridge trllne

and heap leached at that faciliry.



Oruun Pnolucrs

I(NSLEY MOUNTAIN, NEVADA

The Kinsley llounuin property, a;orLt venture r,vith Comrnco

American Resources. s'hich ou,ns a 600t6 interest, is cunendy berng

elzluated by a third pany for potential acqursrtion. Based on the

feasibility study complete d b.v

Comrnco in l9BB, the cunent

proven and probabie resen'e is

2,100,000 tons gradrng 0.048

ounces gold per ton rvhich

equates to 100.800 ounces of

conained gold.

BAGGS CREEK, MoNTANA

ln I99l USI,LX srgned a

kase-Joint Venture with Heda

MinuLg Compaq; coi,'enng

USN{Xs Bagp Creek property

which allows Hecla to conduct

erploratron. Prenous

erploration by Euon and

Freepon Gold identifred a

geologrc resource as well as

numerous exploratlon targets

on the claims. Hecla con-

ducted dnllingrn 1991 and

anticipates tlat additional

ddling u'ill k completed Ln 1992. UStrLX has the option to

pafticlpate in ajoint-venture with Hecla ifjustified or to receive a

minirnum net smelter retum royalty.

OscAR PRoPERTY, Nweoe

In February, 1992, an agreement was reached with L{C

Minerals U.S.A., Inc. to explore the Company's Oscar propeny

located in Pershing County, Nevada, adjacent to IAC s Rosebud

discovery of 5,2 million tons grading 0.123 ounces gold per ton.

Erploration work b,v LAC to date has identified geologrc and

geophyncal targes that will be tested rn 1992.

After certarn exploration expenditures are made by lAC, USN{X

urllhave the right to participate in a jornt-venture 0r t0 reve t0a

minimum net smelter retum interest.

GruuR,tr ElptoRmtou
Aun Acetrlsltton
TI he primarl'locus o[US\lXs recorratsance and acquis.tion

efforts u,as rn the rn'estem Umted States in 1992. However, due to

the definite posibility that drastic changes rn the mining law may

soon occur and to the ever

urcreasing enwonmental

and regulatory corutraints

being placed on mining

compames rn the Lnited

States, it seemed prudent

for the Company to

dlversrfu its erploration

focus. ln I99l USMX

established wholly- ormed

subsrdiary companies in

both British Columbra

(USI,{X \{ining lnc.) and

lvlexico (N[\US S.A. de

C,V,). At the present time

the Company has one

propeny in Sonora, Nienco.

USlr,[X increased its

acquisition-evaluations

actiuty considerab\ in

I991 to take advantage of

the numerous opportunities

that have been presented to the Company, in pan due to the

cunent adr,ersitv lacing the industry. The Company continues to

be consewative in its approach to property acqursition and will

endeavor to select onl,v those ferv situations that har,'e definite

merit and the potentral to signtficantly rrnprove the Companys

fin.rnnrl nnqtinn

ln 1992 USN{X has allotted approximately $823,000 of its

$2,000,000 exploration budget for reconnaissance and acquisi-

tion actr4ties. Additional corporate funds are available if

Justified. The Company intends to focus iLs attention

on precious metals but wrll continue to

evaluate other oppo unlties in the

industry that hare ment.
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ExVIRoNuuNt

LJSux.on,inr,d its commrtmenr ro running environ-

mentally safe operations and to timely mine reclamation.

Additionally, USMX made significant strides towards

acquiring reclamation bonds for all of its propertles. A bond

[or CasinoAVrnrock lvas

success[ully obtained

during the year, rvhile re-

clamation plans for Yankee

and ARIvt were prepared

and submitred to the State

of Nevada and Bureau of

Land Management [or their

review and acceptance.

Although USMX's proper-

ties are not required to be

bonded unriL October 1993,

USlvlX has taken the iniri-

ative to fulfill its obligation

in a timelv manner.

All producing properries

operated wrthout an envron-

mental incident during

I99l, and no crtations were

receiyed. At AR\4, solution

svstem leakage problems

which rvere inherited with

the property have been

abated, and the system was modernized ro bring it into

compliance r,vith current practtces and standards,

Reclamation lvork continued at Green Sprlngs. By year end

the mining and crushing areas had been recontoured and

paniall;i reseeded. At Yankee, ongorng reclamatron has been

built into the waste dump constructron technique, and pit

backfilhng will be utilized

as much as possrble.

Reclamatron at Casino

u,rIl begin in 1992

utllizing USMX personnel

and equipment. Future

reclamatron rvork at all o[

the properties will

continue to be an ongotng

commitment, and to the

lullest extent possible,

USMX wrll dedicate its

forces to iulfill the Lask.

As USMX considers its

future production needs,

enlrronmental planning

will constitute a sigmfi-

cant part ol the overall

mrne and plant design, as

well as operating strategy.

Through this t,vpe of

elfort environmental

impacts can be substan-

tially mitigated, USlr,lX will seriouslv pursue its environmental

obligations required to maintain its curent high level oI

anrnnr.rp rpcnnrcihilirv



M,tNrcuuuxr's Dncusslor{ .tun Auatysts op Ftu,txcltt
Coxrnlou rxn RusutTS oF Opm,tttons
Fn,rxcuL Cototrrox
LIQUIDITY

F,rrth,,rr;r.n,led Dpcemhpr ll lQJl rlrhnrroh rpr rn.nm/

amountcd to $ I 9 million the Company generatecl approximaLely $4.I
milho- rn r:sh lrom tb oDe:]lrng acr\-r(s r. a rc.ult o[t hor'gcs to

rncome r,rhich did not recluke cash, principalLv depreciation, depletion

and amonizrtion o[ $1.8 mrllion and propery abardonmenrs o{ S0.5

million. In Nor,,ember 199I, the Companv recened 52.5 milLion of cash

from the tszuance o[ 1 mrllion shares of the Lompany's common stock

Nlanagcrcr. brlielr,.ha.. grten presenr go.d pr.es. rhr Comptr,

should be able to maintain its cunent lei'eL o iqLridiLy.

CAPTTAL IN\TSTMENT

The real ended Decenber 31, 1991 ras marked by the rnvestment

of $r.t mrl ron rn nr nc-a Tropcfii..c -lant antl cqr-iprrrcnL. p-ira' r

at the Conpany's Alligator Ridge propeny, rncludrng a poitLon of the

exploration costs rncuned as discussed below ln addiLion, the

Company invested $297,000 rn other asers ofrvhich $275,t1ii0 was

cLevoted to rhe purchase ol Certilicates ol Deposit provided to

reguLatory agencies as suretv related Io reclamation obLigations

The Company expi:nded approximatel,v $2 0 million rn explo:ation

activitres of whrch approximarel;, S1 0 milLion rvas expended on

vanous Alligator Rrdge targes including $488,000 ar the Yankee

Project. ln addition. rhe Companv rnvested approximatelr Xj287,000 in
cc'mpleting ils intemal Ieasibilit,v stud,v ior the Yankee Prolecr.

lnJune 1991, the decision rvas made ro proceed mth der,elopment of

the Yankee Prqect. Tln Cornpany cunently eslimates the toLal capitri

investment tn Yankee li'ill be approinmately $4.,t million, excludinq cash

recLamation bonding requlrements estimated at approximately $0 5

milhon. Through December l1 , I991 , the Coml.an,v inr,ested approxj-

maLely $3 . I million in the construction of the Yankee Prolecr and in the

refurbishing ofthe cmsher to be used at Yankee. The Companv also

imested appronmately $555.000 in rhe design and construcion ol
faciliLie, -clatcJ Lo is CiuinuA[nr,ik lr.tj<.1

CAprrAL COMMII{ENTS AND REsouRcES

Orc 
"rl 

rh< cnal.tngr'.armg Crmpanl mrmgerent ls rrJt 0
locating and developing additionaL productLon ums at ghg Companv's

AllLgator Rrdge propertv and eLservhere. \!'hrle it can be sard rhat rhere

probably wrll be additionaL production rurits, iL is impossibLe Lo predict

with an,v cenaint;i u,hen the next production unit nill be developed.

For that reason, it is impossible to predict the timing and amount of
capital requrred to develop future productjon units. For 1992,

managemenL ol the Company believes that it wrll have sufhcient cash

from lts existing cash balarcr:s, cash flows fiom operations. and

anLuipr.ed b.rnk bonou'ng ,.apa. ul to fund phnned crprul
expenditures, and to support 0perati0ns, an expLoration budgeL ol
approxrmately $2.0 million and other c""rporate actiuries.

Long term sources of caprtal lnclude cash {lors irom operating

activrLies, and could also Lnclude project financLng through banks and

lending institutions. as well as jornt venture financing. Thr Company

is continuaLlv engaged Ln evaluating mineral prospecs Ibr erplora

tior, developnent and accluisition As a result of these activiLies, the

Company s need for capital is subject to change. DependLng

upon its need, the Conpany may inyesti.gate

erternal sources of capital.

The Company is in the process ofnegotiating a $3.000.000

re,,.oh,ing line of credit rvith a bank using its interest in trfontana

Tunnels rnd ls Jo-e rnd f'nrshed gold LnlenLory'.rs.otlatc': . I

acidition the Compamy is im'estigating the feasibilLt,v of entr:ring into a

sale and lease-back of is renorzred crusher. If management determines

that such a transaction is in lhe best inLerests of the Company and rf

such a transaction r',.ere consummated, of rvhrch theie can be no

ass,:rance, rt could proviiie additional capital in the range of Sl mllion

to $l 5nillion.

RISuLTS oF OPNRATIO:'IS

The C{-.mpany aclile\€d net income lor the 1'ear ended Decemkr 3L

1991 of $1.928,000 compared urth neL income of $2,921,000 for 1990

and $2.,1i5,000 for 1989. Fluctuations in the Companfs results of

op(ru on5 -ri;e pnmtnh lrom th'ee h.lon. , l'change; ,r the, rles

volume and selLing pria ofgolcl. (2) changes rn the cost of gi.tld sold as

propenles with hrgher or lo*'er productron costs are added to the

produc[ion mx and as tnosr rel]dvel) sho( lived properlres cy-cle from the

earl;,, li$ cost phase of production to the late , lorve: cost rhase and, (3)

the cost of mineral propenies abandoned during any gn'en period.

Cuencn n rHE VOLUME AND SELLTNG PRICE oF GOLD

The lollowLng table anaLy,zes the varLance in gold sales revenue fr-rr

Lhe ,vears ended December 31, 1991. 1990, and 19E9

Ycar EndedDecembtr 31, 1991
REI,ENLTE VARIANCE ANALYSIS

Ounces of
gold sold .. ..

Average pnce
realized

43,800

per ounce

\hRIANCES
Gold sales

revenue was

hrgher (lower)
than the previous
year due to:

l"{ore gold
so1d .......... $ 3,705,0fi)

Higher (lorver)

gold price . (

376

;3
'-''l

I

$1,845,0001

(929,000)l

,r*l

1989

$ 8,212,000

595,000

$ 8,807,000

Increase (decrease)

in gold sales

revenue o\-er

the preceding
year ......$2,103,m0

The decrease in lhe average price reaLized pi'r ounce rs attributable

to the decline in the matket value o[ gold.



Cnexcr rNr rHr Cosr or Serrs
Cost t,.f sales. excluding mi:ung Laxcs ancL pnrductron rovalties.

nas $ll,l14,00tl or approrirn:te\,$2r5 pero.lnce ior 1991,

compared ro :fij,009,000 Llr approxnnaleh $230

per ounce for I 990 and $S,61l,tl0tl or g28l per

ouncc for 1989 The fluctuatior in cost o[
ounces sold is a result oi the charge from period

to:eriod in the nix of protluction irom the

Conpalv's nlncs ancl thc change in the cost of
p;oduction through-out the life ol e,rch mine as

i u+ rt. : in tlrr i ll.rr, r' 5,hr.t, Thc g:.rpr .r.

the right compares the cosL oi goid sold per

ounce bi nine srte for the vear encLecl December

-l I , I 99 I versus the conparable pcriods of 1990

and 1989:

In 1991, the heaps at the ALligator RLdse l,ljne

prodLrccd aoprorrmJreh lb.S.l0 .,unic.,o F. ld

At lhe begrnnrng of I991. managemcnt esrinated

Lhert trerr, I6tJl of 1i.000 orncc. rcma.n'g in
the heaps. During the founh quaner of 1991,

based on the gldde and rolume of solutions

produced bv the heaps, managemenr revised

the estimate uprvard br, approxrmarelr' ll,40Ll
ounces to refiect an esnmated 1992 productiol.]

Cosr or MrtllR.u PRoprRtrrs As,{NooNrn
\lineraL properties n'iich management cLetermined ner longer

heLcl sLrfficient prinnrse t0 justi[r the cosi reiluired to naintaln and

rvhrch had historical clst totalirg $502.000 were

abandoned and rvritten off dunng the year enrled

Decembcr 31, L99l compared to $1,678,000 lor

1990 anLL $411,000 lor 1989.

OruuR F,ccroRs
P"n.necrino cnc. i rr np lao' r-d l9J0 q'erc

Loler than I989 as rhe Company discontrnued

rts exploralion actfi.'ities in the southeastern

Un.ted jrrte; anl rrJu,rd prospcc.rng :crn rr:es

:ubs(quenr lo rhc purchr"e o Alligr:or Rrdgr

,l rcrinio'-. nashi;-crin l.)'tr'or','rnpr,.',
to l -r0 dur prrr. rl'a| ,, to :\22 .r10' r'o r in

interest income in l99C compaLed with 1991, a

grin or' . -1'o.i .cn 0 d.jcL( 9:d o $ 2j..t0C

principaLly arising fLon the dLslrositun 0l the

CLrrnpany's pr!-rperties n the southeas:eln Uniteil

Statt's, and net cain fron se lement ci LiligatLon in

1990 of -ii73,000

The graph at the rieht illusnares rhe change in
mix of oullcs sold during the ,,'ear enclcd

December 11. 1991 r.ersus 1990 and 1989:

D.rring 1991. rhe Company incuned $323,00t)

n nining taxes compared :o S5i 1,000 in I990

and $1i1.000.n 1080. Tl-e l((rerse.n rnrrt
taxes lrom 1990 to 1991 ras due primanly to the

lower gross profiL realzed in ]991 Also, rhe

CLrnpany Lnc rred 
"c489.000 

in ro,valty expense ior
199 | cotrpared to $97,000 for 1990 and none lbr

1989. Thr inciease rn r!-.vrltt' expense in l99L ts

due pnncrpallv to increased procluction at Alligator

Ridge and CasrnoAVinrock in 1991.

COST PER OL\ICE SOLD

OTJNCES SOLD BY
PRODUCTION UNIT

Green Springs

51,200

1,000

800

500

400

200

0

of 10,j00 ounces. This revtsron had rhe effect of significantly

I l -cJ. ting rhe rlcrJge cost cI glld sold I la.t I e:d ncfcrri tA

appr.rrin.rte[ $ I 8 mrl]ro- rn rel;red r-r'cnr.'ry tosr.

lnco-rc t,rs expe"se refresr-ts pnnrnl\
currenr and delerred Federal Ahernauve

lvfinimum Tares. Tre utiMation oI the Comprnv s book net operatlng

loss can,f."nvard offset a portron of the trx :rovisions. and has been

cLassitLed as an ertraordinaq' rtem.

Tntnus Aulr:rnc
l'trttrnt: Rtsu.rs oF OPIRATToNS

As previc)rish slalec. flr"rctr"rations in the

Company s resuits oI crperations arise primaril,v

lrr.lm three factors: (1) changes in the sales

lol-rmr .rn.. .r11rn: pr.r. uf go1cl. .2 t ch"rngrs in

the cost of gold sold and. (3) Lhe cost o[ mineral

!'rop(rt.r> hbdnrloncd tlurin; rnv bi\cn prr.oJ.

The follorvlng Ls managenent's vicw of Lrends Ln

these factors.

CuaIcn IN THE \ToILltE
AND SIITING PNICT OI GOTO

VOLLME

\,lanagement curlertly expects that gold

production for. l9!12 rvill erceed 50,000 ounces

contpareC to production of approxulatelv '12,000

ounces in 1991. The portion of 1992 gold

producti'-rn whlch \4,i11 be sold h l9!12 rvill

depend on a number of factors, Lncludrng cash

requiremenLs.
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PRICE
-hc pri.c rr qoLJ n"' bc<n .rendirgdo'rr.rr..rrd 0r?' l\c p;sl

several i'ears. making a five vear lou, during the thud quaner of 1991.

lvlosl obsen'ers relicYe there is no reason to expect

LhaL gold prices wiLL rise sLgnrficantly in the neai

term. Allhcrugh management stdves to protect

revenues and cash flous :v hedglng r ponion of 
$1.200

iLs prodLLction, it is not possLble to reliabl,v predict

Lhe price of gold to be realized in the future for

unheclged production. 1,000

Orurn M,lrrnns
ln Febntrn 'I091. the Finan.ial A\((\.rnu18 5t4nJd-dJ Bd.rrJ

issued Statement oi Financial Accounting Standards No. 109.

{c..rrrn- rc lnr h, ome -"rr' . SFaS IJ9

Among other things. SFAS lC9 requires thar

delerred Lncome tax balances be adjusted to,

:nd n:;rnrlrel rhere.rflrr.r )(atur0r) ratei in

eflect rvhen the tares are erpected to be paid.

LI:rder current rules, de[erred income tares are

establLshed at tax rates in effect wnen the

ri. rcirto I m no ['eren. '. rr* (FAS l19's

nct required to be adopted untLl the first
I h, / .q" rrr. F r. ..t01

completed the eriluarion cl rhe efiecr of SFAS

109 on rts consolidateri. Iinancral sta:emerts.

Dc.crr bc .991' Ll cFrrr rii \..'rrtin:
Standards Br-rard issued Statement No. 106,

''EnpL!-r,vers Accountmg l!.rr Postretlrement

Ben.lt= JLLir lhal r.n:'rr> *r'i.\ rccl rirls

companies to accrue thr' expected c0st of

proridLng postretirernent benefits other than

pensions over the years that the emplo,vees

render the senice lhe ltatement is effective for

fiscal-r-ears beginning after Decenber 15, 1992.

although earLirr adoption is permitted, and

Cn,ulcn rN THI Cosr or SAtl.s
The Companr"s ar,erage cost o[ go]d sold ',r'ill

continue to lluctuate as costs at individual mine

srtes lluctuate and as the mrx of pr.-',duction

conunues to change.

The graph at the right illustraLes he average cost

per ounce cf gold sold lor the years endrng Dccenber

31, 1989 through 1992 (1992 is estimatedl:

1; the heaps at the ALligator Ridge I{Lne are rou)Ii 200

de:leted in 1992, cost of gold sold should averag,r

ap:roxrmatel,v $330 per ounce rn 1992. Howeler, 
o

ei er| l.iCi .,unres ol tcdrt'on,rl rr( o\.'rr r< c< -

imated to recuce ai'erage cost of goLd srrld bv

approximareLv $5 per ounce. \Vhle rhere can be no assur.ance that

there u'iLlbe rdditroral ounce-s remainlng 1n the Allieare.,r Ridge lvline

heaps at the end of 1992, maraqcmcnt believ:s i: is reesi-rnxble t0

assume that some addiuonal produc:rix rvr11 1-.,c

ohtrrnpd lrnm rLn<.' Lprn< rn 1001

The graph at the right illustrates the mix of sales

for llrc lra.s, rdin! D(L-nbcr 31. 1989 rhror.g:

1992. assuming the Ci.rnpanv sells alL avaiiab'e

inventorl in 1992:

CosT oF tr{ruR,u
PRopnRrrIs Anlrnowpu

The cost of nineral properties abandoned in anv

period i-s a function of the results of the Company s

explolation effons The Company cunently expends

appr.oximalell $l million per vear in pr0perlv

acqulsition and exploratron. The Conpany rnakes

even effort to maximize tle results ol its exploratLon

efforts. However. erploration for econonicallv

recoverable mLnerals is rrsky Accordingl,v, llhile it
is probable there rvill be abandoninent losses ir fie
Iuture. it is not possLble to predict eithcr.the tLning

or amount of property aband{-.rnments

aLou,s conpanies to recogmze any excess or deficiency of plan assets

J\cr o-lLFati0n) (itr .r irtrrcdialclr a: Ll .. 'tcct 
'fa ih;-qc r

a.crrunLing principle, or on a deLar,'ed basis as a

cOmponent of postretiremc'nt bcneiit cost.

Because the Conpany does not proridt'

postreLuement beneiits of the tlpe contemplated

b1, the Sratement, there rill be no effect on the

Lur ln \. rlrr . 
-inarr. 

ra ilfl(ntfn (

COST PER OUNCE SOLD

OI.AICES SOLD BY

PRODUCTION UNIT
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CollsortnmED Srmuuul+Ts 0F l,'n,tuct,tr Posntox
L5MX, Inc. And Subsidiaries

(Amaunts in thousands) December 31 , 1991

$ 5,s23
7,949

668

Total Current Assets

Property, plant and equipment, at cost:
Lndcvclopcd mrneral proper1ie5....................
Construction in progress
Producrng rmneral properties
lr,line buildings and equipment
Vehicles, fumiture and equipment ..

Less accumulated depreciation,
depletion and amonization

Net Property, Plant and Equipment ........

Other assets .,....

Total Assets

$ 4,878
7,665

278

14,140 12,821

3,917
3,143
4,666
5.235

496

3,668
0

3,288
5,8M

491

18,457 13,291

(6,

11,690

365

$ 26,19s $ 21,132

. LrABrLrrrEs AND SrocrcrolDERs' EeutTy
Current liabilities:

16 r\ccounts payable and accrued expenses -......................
Accrued salaries..............
Accrued reclamation.
Federal income taxes payable ...,,.,...

Royalty payable

Total Current Liabilities ......

Commitments and contingencies (Notes 12)

Common stock subject to potential pur... . ..............

\t, rrLh"l.l"r"' ".','it*'
Preferred stock, $.001 par value, 20,000,000 shares authorized, none issued..,.....
Common stock, $.001 par value, .+5,000,000 shares aurhorized, 14,954,000

shares issued and outstandrng as of December 31, 1991, 13,906,000 shares
issued and outstanding as of December 31, 1990

Additional paid-in capital
_f -^.,,,,-. ^r^^l- ^r ^^^,I rc!r)ul y 5ruLK. .lr ( (,)r ..,

Retained eamrngs

Total Stockholders' Equity

fotal Liabiiities and Stockholders' Equuy .. ..... ...

1ie accompajying noles a:e a fan ol thesr aonsolidated finanrnl rtate:nents

$ 1,640
113
484
340

5 1,272
44

199

0
600
124

106
30

2,713 2,239

1,467
213

0

1.485

0

49

1,680 1,534

1,750

15,776
14

14,995
(31

2,381

(

4,309

20,052 17 ?qq

$ 26,19s $ 21,132



ConsornmnD Sr,tTuMnNTS oF Opun,qrtous
USMX, Int. And Subsidiai e s

(Amounts in thousands, excepL per share data) Years Ended December 31,

Sales of gold

Costs apphcable to sales,
a-.L -.^1,,^*i^- ^^-*-\,.r)rr Pr uuuL rrur L Lu>15 ,,...,,.....,.,..
Depreclation, depletion, rn',or,Juiion

and reclamation accruals ............
lvlinin q tzYP<

Production royalties

Income before income taxes and extraordinary item ...................,..,...,.
Pronsion for income taxes ..-...

Income before extraordinary item......................
Fwtrr^rl,li n ' n, ir4h

Tax benefit arising from carryforward of
prior year net operating loss .,...,............,

Net. income,....,.

Income per common share:
lncome before ext raordinary irem ......................
FYii,1.rd in, r\/ itP rn

Net income per common share .................

Weighted ar,'erage shares outstanding

lhe accompanying notes are a parr ol these financial statements.

1991

$ 16,461 $ t4,358 5 13,442

6,5689,527

1,617
323
489

5,739

1,270
551

97

2,045
103

0

11,955 8,657 8,716

4.505

2.013

5,701

1,901

3,800

672
1,678

1,450

4,726

2,045

2,492

522
502

720
230
153

2,681

844
411

1,458 1,426

720
451

525

720
390

4

1,103

2,571
681

1,696 1,114

3,146
844

2,540
492

1,890

38

2,302

ozl

2,048

387

$ r,gzs

$ o.rr
0.01

$ 2,923 $ 2,435

0.17
0.04

0.1 5

0.03

t7

t

0.14 0.18

14,171 13,830 13,799

0.21



COUSOTTNNED STATNMUI.ITS OF CNSU FI,OVS
USN,fX, Inc. And Substdtaits

(Anrounts in thous ttn t1s)

Cash flows fiom operating activitres.

Years Ended December 31,

Cash from sales of precious metals...........,.., $ 15,461 $ 14,358 5 13,442
(9,969

(103
(120

720
390

4
(10s

Cash pard to suppliers and employees
Nlinrng taxcs pard ..................
Pnrrrlrie< nrr r] rn r-q<h

(1 (r1,20
(29

Royalties rcccir cd

(521
(368
720 720

451

525

lntercst rcccr 'cd
Other income, net....................

230
153

(101

4,119

Income taxes paid. net of refunds received

Net ca;h prolidcd b; operating actiuries

Cash llows irom mvesting activrties
Acquisrtron of Alligator Ridge property ..

Procccds from salcs of markctable equity 
'ecurities

Additions to property, plant and equipment
Proceeds from sales of property and ecluipment ,....,..
Invcstment in othcr asscts ...

Othcr, nct

Net cash (uscd in) investing a,-rir. irie>

Cash flows from financing actll'lttes:
Proceeds of rssuance of common stock. ...............

(25

5,60v

0
742

(1,793
0
0

121

(930

2,s32

0

l8 2,532 (181

645
4,878

(1,4 3, 148

3,1 856,334

$ 5,s23 $ 4,878 $ 6,334

$ 3,830
(2,0

Cash paid $ 1,800

The acconpanv ng notes are a pat oftlese consoLidaied limncL,rl shlernenLs.





CollsotnATtD StuuunuTs oF Currcus rx Srocriuo[DERS' Eourry
L,Sr\{X, Inc. And Substdtaies

(Amounts in t.ltousands ucept shares) --R n1*4
Earnrngs 

I

Trt:asur ,t (Accumulate d 
I

Stoch Deficit)l

I

, 
] 

(2,e77)l

:l ,,0"1ol *,1

t"l -l
2,e23 

|

-tlr 
z"l811

I

-l(17) - |lAtel

I (48) $ 4,30e

Balance at December 3I ,

Con'Lman Stoch
Number of

Shares Amount

13,791,000 14

10,000

Additional
Paid-in
Capttal

14,787

24Stock opt rons cxcrciscd
\ct Lncorrc

Balancc at Deccrnber J l, 198" ........

Sharcs issucd as cJn lpc n5dtior.........
Trceqr r n, <t,rrl ,."',,r"n
\ct LLtcornc

Ba'ancc at Decenrber JI, l99C........

Shares issued for cash, net of
amount subject to potential
put o[ $ 1,750 . ...... ............. ....

Trea<r nr <tnr"L- qcarrirprl

\ct rncornc

Balancc aL December 3 i, I99 1........

13,801,000

105,000

14,811

184

13,906,000

1,048,000

14,995

14.954.000 $ 1s,776

ll.:...rno r.rncr'c\or.Jr'r. \lr lp1 t r\'tcI atr '. t; r.',rit

20



Norm ro ConsotIDATED FIt{,{Ncnt, Srnrnunwrs

Nornl-FoRuanoretu
Opm,ruoxs oF THE Coup,rnv

U.S. N{ineraLs ExpLoration Companl' was formed in October 1979

for the purpose of acquiring, exploring, developing and producing

mrneral and oil and gas resenes. 0n February,l, 1988, U,S. Minerals

Erploration Company changed its stare of rncoryoration and merged

wiLh and inLo a r,vhoLl,v-or,ned subsidiary, USNL\. INC, (the "Com

pan,v"). t'hich is the suniving entity,

Norr2-SrrulrlRyol'
StcNrtcat{t Accotrltnc Pot.tctps
CoxsonoerroN

The consoLiclited financial statements include the accouns of the

Company and rs rvholly-owncd subsidraries. All significant Lntercom'

panv [ansactions and balances have been e]iminated in consoLrdation

Cr\sH AND CasH Equn',trNrs
The Company consLders cash in banks and all highly liquid

investmenrs, purchased wrth a maturity of three months or less, to be

cash equivalents.

INVENTOBJES

Ra',v ore, work-in-process, and finishec goods inventories are stated

at the lorver o[ average cost r:r market value lvlatenals and supplies are

stated al the lower 0[ firsL-in, first-out cost or market.

MINEML PROPERTIES

The Company s policy is to charge to operafiors costs associated

lvith identrfy'ing pmspective mineral properties and to capitalize the

costs of acqutring. erploring ard developinp unpro,,.en mrneral

propertles For propenie-< subsequently placed into production, the

applicable caprtalized costs are depleted usinq tire units-of-production

method. based upon the ratio of tons of or.e mrned or processed to

the esttmated toul provcr ard 1ro\21's p11' rs5 \ es ,rf thc p 0jr r

Capitalized costs related Lo sold or abandoned properties are

chd'!cd h6riniL operar.on) at Lf( Limc the prtlpeny is sold or

aba-d. nr.l. Pr.rie.d, lrum rentals and op.Lon lre5 rehrrnd (o

undeveloped mineral properLies in rvhich the Company has an

c(oto"n c i-terc:t are Lredll(d ag;1jn5l ..roiLa i:cJ propenv cost. l-d
no gain is recognized unLil all costs har.'e been fulLy recovered.

DEPRECL{TIoN AND Ar\{oRTrzATroN

lv{ine buildings and equlpment are amortized usrng r}re unirs-of-

productLon method based upon rhe ratio oi lons of ore mined or

ounces of gold produced during the period ro the estinated total

resen'es of the reLated propeny. Vehicles, furniture and equipment

are deprecrated using the straighrline and the declining balance

methods over estimated useful lives of rwo to live vears 
'fhe 

cost of

normal repairs and maintenance rs charged to operarions as incurred.

SLgnificant expenditures thich rncrease the life of an asser are

capitalized and depreciated oler the estimated remainLng useful life of

the asset. Upon rerLrement or disposLtion of propeny and equipment,

related gains or Josses are rerorded tn operJtions

RTCLAMATTON Cosrs
The Company records a liability for the esdnated cost to reclaim

mined land by recording monthly charges to production costs over

the lile of Lhe mine The accrued rec]amation liability is reduced as

reclamation expenditures are made. The majonty of reclamatron

expenditures are made after mining operatrons ceas€.

INCOME TAXES

Delened income uxes are pro,,'ided lor dming differences ansing liom

rccording revenue and exlrenses rn drfferent penods for federal income

tax and financial repofiing purposes. investmenr rar crcdt$ are recorded

as reductions of income tax er?ense m the year such credrts are uttlized.

ln February 1992, the Financial Accounting Standards Board isued

Slatcm<n. tr [inanrial Acl,.,untrn; SunJa d' \, l0J Ac.ourr'n;lnr

Income Taxes, ( SFAS 109") Among other things, SFAS 109 requires

that delened rncome tax balances be acllusted to, and maintatned

thereafter at sututory rales Ln effect when lhe til\€s are expect€d L0 be

pard Under cunent rules, defened income taxes are eshblishetl ar ta-x

rates in effect rvhen the associated trming dilferences arisc The Company

Ls nor requued to adopt SFAS 109 until the fust cluarler ol 1993. The

Company has not completed rhe evaLr-ration of the elfecL of SFAS 109 on

its consolidated IinanciaL stat€ments.

BY.PRoDUCT RE\ENUES

Revenues from sales of by-products (pnncipallv siLrer) are treated as a

r.eduction o[the cost ofsa]es.

FORWARD SALES

At ranous trmes, the Companv seLls gold foruard ancL erecuLes puL or

ull optron contracm on gold. The results of these actilities are rellectecL in

operations as a component o[ gold saLes rer,'enu€ at the [me tle reLaled

ounces of gold are deln'ered, Cash llorvs from these hedgng activilies are

classilied rn the same category as gold sala revenue in the accompiLnying

statemen$ o1 cash llols.

NEr INCoME (Loss) pER CoMI{oN SHARE

\,t nc.nr f16.5) psr.hai.is ba,cd o'r tlc ile gh cd r,.-:ge

number of conmon shares oulstandlng during the period

REcLASsrFrcATroNs

Certaln amounts in the accompanyrng stalements crf operaltons lor

the years ended December 31, 1990 and 1989 have been recLassilied

to conlbrm to rhe classrlicatLons used Ln 1991. The Company

changed its method of presentLng rhe ConsoLidated Statement o[ Cash

Flolvs liom the indirecr to the direct method Ln 1991 The Consol-

dated Staternents of Cash Florvs for 1990 and 1989 have been

restated to conform to the nelv melhod o[ presenlal.ion.

zl



Norus ro CoxsouDATED FIN,tNcr,\r Stmuunxts
(Contntued)

Norr 3 - I:lr,gltoRms
lnventories consisted oi Lhe following:

Decembu 31,
Gold bulLron and dore' .. $
Gold in process

Ore on stockprle............
lv{aterials and supplies .. .

1991
1,170,000
s,0s6000
1,434,000

289,000

1990

$ 2s17,000
4,240,000

269,000

639,000

z2

Total inr''entories. $ 2949,m0 $ 7,66s,000

As ol December 31. 1990. management reduced the carryrng lair"re

o1 rnventories ploduced ar rhe Conpan,v's Casino I,line. ls a result.

CasLno inventories at that dare are slated at approrimaLely g647,000

less than hrstoricaL cosr, ,,vhich amouni 1s included in cost of saLes rn

the accompanving sratemert of operations for the year ended

December 31. 1990

Nolr .1 - RIPTRCHASI AcRillrutcrs
Secunties purchased under agreements to resell resul: from

transacnons rhar are collaler.alized by negotiabLe U.S. Gor,emment

secudles and are canied at the amounls at which the secunnes r,ril]

subsequen:,v be re..ld. lt '; rle u.,l c' t, th. C-rmp"ni nd. [o tdie

possession of securities purchased under agreenents to resell. The

Companv ralues the secudties on a dailv basis and provisions are made

to obtain addrrlonal col-ateralifthe market value of the underLtrng assets

m not sufficLent lo prorect rhe Company AL December 31. I991.

agreements rr. resell secunties pLlrchased in the amount of $3,519,000

with a market value of .$1.521r,000, anC with :lr average matunv ol one

day lvere ourtanding r.rirh -ihearson Lehrnan Brorhen. Due to rhe highly

LiclLd nature ofthese repurchase agreements. Lhe Companl has rncLuded

them in cash and cash eq.rivalents Ln its sLalements 0f financia- posltion.

Norr 5 - TR,tts,rcrtoNs W|TH Aprn.t,ltts
ln January, 1986, the Company enLered irto a revised agreemenl

rvith CentennLal lvlinerals Lrd. a sultsidrary ol Pegasus Gold, lnc,

' 
p6g35x5) f6- rr.p dc' cl, pn. rr of .l c Nlonrana Tunn(.s properr)'

lursuant to the agreement, Pegasus cleveloped the property, acouted
a 100 percent rvor.king rnterest in the prolect, and commenced mine

and mill orcrari. n. i- \l:.rch .98: Tne ,pe-a..on: 
"L 

\fontan:
Tunnels achleved defined orerating sLalus on October l, 1987. Under
the agreemenr, rhe Company will receLve the grearer of $60.000 pe:

mtrnth cr: f te nPrrenl 
-rt.rof t. n.c'e,t u:Lil lrgasu: re-c'ers

payout ol capitaland other defined costs esrimated by Pegasus to be

aplroxinately $68 mrllLon as of December il, 1991.

Aler palo rt. thr Comp;,ny r, i.l :cceile irhl perctnr o['l^e -e

profits irom the propertv. ,r* of Decenber 31, 1991 the economics of
the lvtontana TunneLs prolect *'ele such that pa1'out is unhkely ro

occur For each ol the y,ears enied December 31, 199I, 1990 anc

l9lo 't-, , omcd l re-(.\e:l 5i20.0i0 in ro1ahl Lncomc fro:.\c
lvlomana Tunnels propertv.

In l\rrrh"r I Ja7,lra fnmnrn' >nro"a,l inrn. lr,n,rc |onrrro

Agreement wrth Pegasus ri rth respect to exploratron, evaluarion,

derelo:ment and mrning of ser,eral Leases rn the Aliigator Ridge area

or tnteresL Ln \\ hue Pine Cornti. Nei aI. .{s of Der emher I I l9r0
the \\inrock lnl C.rsrno propenics tere rhc onh rem;rn ng

properlies subject to the agreement. During 1990 and I9B9

approrimueh $3.21'1.J0,1 ard ;1+,r.0i0. re.pecrileh ue-e hr'lcd to

Pegasus b,v the Company relating to thrs agreement Pegasus ceased

mekrng payments on their share o[ rhe costs Lncurrec under rhe

agreement alier lvlarch 31, 1990.

As r-.,f Decernber 3l 1990, the Compan,r'had reached agreemenl in

principle to acqulre Pegasus' rnLerest in the N'lning Venlure

Agreement (incl,rding approximaLe11 5,500 ounces oIgold invenrory

:t Decenber 31, 1990) in exchange for amounts clue lrcrm Pegasus

under the agrecmenL oI approxrmaLelv $3,269,000 plus cash of

$600,000. The aqreemenL also pror'icies [or lovalLy pavments t0

Pegasus under certain cir.Lrmslances 0l qold price and proclucLion

levels from the sublecL properlres. The Conpany''s consolidaLed

statement of financial position as ol December 31, 1990 gLves eflecL to

the acqursitLon which was fo rma1l1, executed in lt{arch, L 991 .

Norr 6 - PRopmrv. Prarr. AND feurplrmiT
IVIONTANA TUNNELS

ThrC,rmnrrr' ,'.rn. rfi,a 'rrr,rnr n/ rr,rf t.inrrrrt rnrhic

property and, accordrngll,, the carryrng vaLue has been classifLed as a

pr,-rLJ:,i 5 n nr-rl pr.'pen\' in the Compan. . io-s- lLd,rlro

statenents of financial p0srlron The unamorlized capitalized costs of

.he llontana Tr:nnels propefty rvere S287.000 and $370,000 at

December 31. 1991and 1990, rcspectlveL)'

ALLIGATOR RIDGE

lffecri'e \la,v L. L99L.l. the Compan,v completed the purchase oi

rhe ALligator Ridge \lne and approrima:eLt 25,000 ac:es in the

Alligaror Ridge nend. located rn Whire Pine County, Nevada. The

Crmlany pr.d clsh oi $1.SOi.00J [. r thr propenl and n,urred

approximately $37,000 Ln pre acquLsLtlon costs. In addrtion, the

Company assumec trade payables of approxrmatel,v $210,000 and

accepted responsrbrlLtl' Ior recLamation of the tropeny ln connecnon

\,,ith the acquisition, rhe Company recorded an esumated iiabilrty for

reclan-..1i.,n co'ts. net oi csrrnrted gold producticn durr-g rhe

reclamarion process. of $ 1,485,000.

The Company also granted a net smeher rcturn royaLtf on fuLure

goLd settlenents, payable to one ofthe pre\'rous orners lhe royaLty

owner elected to take parment of the royalti- in krnd. Accordingl,v,

the Con'lpany recor.ded, a; part of t.\e cost of acquisitior. approxL-

matel,v S335,000 re:reserting the esrimated cost to pr.oduce the

ro,valty ounces expected to be delir,ered

Thp rnr r n rrrn;.p n icp ni rhp Allro-rnr Rrd:/ nr^npnrpl

including liabiLities assumed, rvas approximately $3,830.000. Tlre

purchase price was aLlocatec based on management's estLmat€ 0l the

relaLive fair values oI lhe asseLs acquired.



Norm ro CoxsouDNED Ftx,tncr,tr Srrruuuxrs
(Continued)

The consolidated statement of {inancial position as of December

31, l99l includes approximately $623.000 of idle machinery ard

equiprnent acquired as part of the Alligator Ridge purchase. Durirg

199l, nanagement determined to retain certain ol the equipment for

use in posible future mjning opeutions and to hquidate the balance

in 1992. lvlanagemert does not expect that the Company rvill realize

any signilicant loss on these assets.

NOTET-Srocr0PTroNS
The Compan;,-'s Board o[ Directors has authonzed the adoptron of

Lhree stock optron plans. (the "1982 Plan', the "1987 Plan". and the

Nor.-Ji'cret'o rarv P atr 
ro- \rrr -[rnplt'1cL nirc, to ,' ( lir((l ,r.

Plan")), rvhich coi'er a total of 1.700,000 shares..f common stock

available for grant to empiol'ees and directors of the Company.

Under the l9B2 Plan. the Companl' ma,v grant onl,v rncentive stock

optLons, lvhile the 1987 Plan pennrts rhe Company to grant both

tnLentl\'e StoLk opl,ons as rrell as non inrent.r'e 'toik opL,ons

lncentive stock options granred under the l9B2 and 1987 llans are

exercisabie at pnces equaL to the market vaiue ol the common stock

at the date ol grant The optron prices ofnon incentive stock oplions

granted under rhe 1987 Plan ma1'be less than the market value oi the

common shares as of the grant date, Optrons expire ar such time as

the Optron Commrttee of the Board of DLrectors determines, but no

later than ten years fiom the grant date.

The Director''s Plan was author.ized bv lhe Conpanvs Board of

Directors in 199I, subject to approval bv the stockh,..lders, trr afford

nntt-emplni..' ditc. '. r. 2'1 'pJro-tr--i 1 nr intr. -te'l tr lhr

Company and the incenrive adlantages inherent in stock orvnership

ofthe Company Options gr.anted under the Plan are exercisable at

pnces equal to the market value of the common stock at the date of

grant. Optlons granted under the Plan are exercisahLe in fuLl on the

date oI grant except that no options nay he exercmed until the plan is

approved b.v the stockholders.

Shares acqLrired pr-rrsuant to the Directors' Plan may noL be solcl,

transferred or othrrwise cLisposrd ,.:r for a period o[at leasL slx nonlhs

folLorving thr later of Lhe claLe of grant or the date of stc.ckholcler

approval Under the ternu ol Lhe Plan. existrng directors who elected to

participale were issued optiorx to purchasr a totalof 50,0[]0 shares ol

the Company's cornmon stock upon adoprion of the plan Thereafter

each non-employee director v,'ho elecs lo panicipate is automatically

granLed an option to purchase 10,000 shares of the Company's

common stock uponjoining the Board. ln addition, on October 1 ol

each year each participant is automatrcally gilnted an option to

purchase an additional 5,000 shares. Options granted under the plan

expire three vears fiom the date of grant except that afl option rill
expire. if not exercised, ninet,v da1,'s aftcr the optionee ceases to be a

drrector o[ the Company

Changes in stock optrons for the years ended December 31, I989

and 1990 and 1991 are as loLlor,vs

Outstanding at
December 31,

Exercised ..........
FYnrrl}d/ | pni lPrPl I
""i','_*'_'*''-_

for exchange

Rerssued

Granted ...........,

Outstanding at

Decembe r 31, l9B9....
Expired or canceled .......

Granted..,.,,...,.,,............

OutsLanding at

December 31,
Exerclsed ......, ..,

Expired or canceled .......

Granted ...,...,,.,.

Outstanding at
December 31, I99l ..

I |.tz-4.t)
1.72-4.75
1 .13-1.63

Shares

80,000
(10.000

(67,000

204,500
372,900

Optton

Price Per

Share

$ 2.3s-7.38
2.35

4.75-7.38
1 .72-1.82
1.72-1.88

s80,400
(1 86,500
358,000

751,900 $ 1.13-1.88
1.M-1.72
1.38-1.88
1 .16-1 .88

(20,
(r 83,

308,000

856.900 $ 1.13-1.88

During the 1'ear ended December 31, I989. the Stock Option

Committee of the Board 0f Directols voted to offer to cenain

emplo,vees tlie nght to exchange theLr existtng opttons for oplions to

purchase the same number oi shares at the then fair market value o[

the Company's stock. The effect of the exchange olfers rvas Lo offer to

the employees the opportumty to reduce the exercise price o[ lhe

outstanding options lrom a range o1 $4.75 57.38 per share to a range

of 5i 1.72-lil.82 ner share.

The exchange offers perLained to options to purchase 54.500 common

shares which werc oulslanding under the 1982 Pian. and options to

purchase 147,000 common shates outslandrng under the 1987 Plan.

Norn 8 - EuprovuEs'Bmutr Plttqs all
Covpuuox Boxtts AcRluulnrs

Elfective Jul.v 1. 1987, the Company adopted an Employee Savings

and Investrnent Plan under section 401(k) of the lntemaL Revenue

Code, rvhich cover.s al1 full-time employees. The pLan rs a delined

contribudon plan and allows empioyee contributions 0f up lo Len

percent of pre-tar compensation, limited lo the maximum deferraL

23
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Norus ro Cousot,tDATrD Ftt'{,{t',{ct,tt Sluruutqrs
(.Contituctl)

The Companv contriburcs at least tcn and not more than one

hundred percenr of the amounr contribuLed b1,- the employees, up to a

marimum oI sir percenr oi pre{ax c0mpensation. For l9q 1, l9g0
and 1989, the Board of Dirccrors has set the Companv's contnburion
at Iilty percent of rhe [irst six percent of empLoyee contributions. lor
1991. 1990 and 1g8tl, rhe Iompany's cortributions were approxi,
mateli" $85.000. $60.000 and $52.000. respectrvel,v. Panicipanrs vesr

in the Company s contributions based upon years of servlce, and are

fuLly vested aiter four vcars of scn'ice

In the fourth qualLer 011987, the Compan,i enrered intrr incentive

stock bonus agreements with subsr:antiallv aL1 employces inr,olvcd in
the Gleer Springs lvline operation. Under the term-s of these

agreements, a stock bonus was paid rn \ovember, 1990 to cntployees

who cortinued theu ernplc,l-menr untilJune 30, 199t-]. lhe srock

bonus was cornputetl cluarterly and equaled the number oI shares of
the Companv's stock deLermined by dil.rdLng ten percenl of rhe

employers'conpensation for fte quarter b,v the ar,eragc closing pncc

per share for the Lasr ten trading days o1 rhe quarter The cosr

associated rvith each quarte r};,--clelermined bonus was expr:nsed on a

strarqht-lrne basis over *re renLaining term ol the agreemcnts. l-or the

years endrd Dccember 31, 1990 and 1989, the expense relaring to

the LncenU\,c stock bonus agreemenls was approximately $98,0l.10

and $67,000, reqrctively

Norr 9 - I\colru'l'Ax[s
The pror,isron fi,r'inconle taxes consisted ol the following for the

1,ear-s rndcd December Jl, 1991, 1S90 and 1989:

Current.........
Deferred .......

$ 681,000 $ 844,000 $ 492,ooo

-l'he 
Company's effective tax rate lor the years endcd l)ecenber Jl,

1991 and 1990 dillers lrom rhe Federalstarurory rax rare for the

tbllowing reasons

For the vears ended December Jl. 1991, 1990 and 1989. utilization

ol book ncl operating loss canl'foru,ards offset a porlion 0fthe pro\rston

lbr income taxes and rverc recognized as an extraordinan rLem.

As cif December 31 , I 991, the Company has avajlable net

0perating loss carrylonvards lor Irederal rncome tax purposes {rf

approximateLy $2.506.000 lbr regular tar n'hich expirr in 1999

Lhrough 2003, if not utilLzed, and none for airernative mirimum rax.

ULilization of a portLon o1 these net operating loss carryfor,,vards is

iimrted. For financral statement reportrng purposes, rhcre wer.e no net

openting loss carnfom'ards lor altematl.e mLnimum mx and

$303,000 for reguLar tax. These amounts drfler from rhe Conrpany's

accumulated losses for Federallncome tax purposes prrncrpallv

because of dilferences in the recognition ol mineral explorarion and

.irrtl. Prn. nl t.,r.' lor [in"nc."l rnd tnc,'me L1 reponing p--posc;

Also. signiiicant losses of a compan,v acqutred rn 1985 rvere incuned

prior Lo Lhe aciluisitron date and are not included in the loss

carry[onvard [,:r financtal statement reporung puryLrses.

){orr: 10 - Erplon,lrLon
AND D[\'[LOPN|[NT AGRETMI,]NTS

[)n November 24, 1986 the Conpanl- enLrred into a joint
yerlture agreerrent with Cominco American Rescrrlrces, hc.,
(Cominco) on the Kinshl' Ivlountain Projecr in Elko Counry,

Nevade The projcct rs cur.rently in rhe exploration ph;se and Ls

operated by Comrnco. 1hc Company ow ns a 40 percenr rvorkrng

interest jn the propeny ard is obliqared to pal its share of approved

expenditur.cs as rncurrerl. Dnring 1991. 1990, ancL 1989. respec

tilely, rhe Company paid $30,00i1, -s88.000 and $86,000 to

Cominco lor its share of erprndirures 0n Lhe project

Thc Comprny has entered tnt0 j0int renture and/or lease

agreemenls wrth third parties on certaLn unproved mrneralpropcrties

located rn Nevada and N'iontana. These agreements provide [or either

the Compan; 0r thc thrrd partv t0 be rhe operator o[ the exploraron

progrun ancl establish working interesrs for each party. Under these

agrrements the Conpany may reLaln working rnterests ranging liom
35 percent to'10 percenL or elect to lake a ro)iaky ln lieu oi panicrpa-

tion. Leftain of these agreenlents require the third pat,v to conr bute

amounts in excess of dieir proportionate share in order ro eam their
rvor.king rnterest in the propertv.

Norn II - C,tprr,rl Srocx
In ct-rnnection wilh a pubiic offering in 1987 o[ its common stock,

lhi: Conrpary issucd t0 LIre LLrlderwriler warrants to purchase 6'1,000

shares ol common stock at an exercisc price r-rl $6.75. The lvarrants

are erercisahle thre.ugh April 6, 1993.

Nort, lZ - CouutnmNTs AND Cournr;uncu
PLRCHASE OPrroN AGREENTENI

In October 199 | thc Company concluded a Purchase Option
Agreement rvith Placer Donc LI 5. Inc. ("Placei') grantlng to Placer

the right to explore and purchase separaLely for $5.000.000 and

56,000,000 respectivelv, trvo contisuous bloc[+ of ground (B1ock A
rnd Brlo..lled wrhi: rhc tsdr ird ([r'pPt-fa>. -oJ r(d) po1ion

ol the Company's Alligator Rrdqe propcr:y.

1991

I s15,000
166,000

1990

$ 223,000
621,000

1989

105,000
387,000

Federa I statutor,v
tax fate.............,......

Statutory depletron
over basis

Excess of ahemative
mlnlmum tax
ovef lax at statutory
ux rate...................

Other.............. .....

1991

34,0o/o

(31.3%)

17.3o/o

6.5o/o

(1s.0%)

(0.7%)

Effective tax rate 265%
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(Continued)

Placer has comnitted to complete a minimum of S500,0110 of

exploration work rvith respect to Block A before December 31 1992.

Block A includes lhc l'op lvline area and East Top prospect in r,vhrch

the Company had previousl,v defired a plobable reser,,e containmg

151,000 ounces ofgold. nlock A contains approxrmatel,v 700 acres of

patented and unpaterted mrning claims and represents about two

percent ol the total Conpan,v property holdings in the Alligator Ridgc

area. Placer may exerci-se its option to purchase lllock A for

$5,000,000 at any time belbre \,larch l, 1991.

I[Ln( opti.]n lo p-rcha:c Bltre; A i> rier.:ttl. ui-nin 45 day:

IoLlolving such elecLion, llacer may elect l0 preserve its opnon t0

acquire Block B by commruing t0 expend a minlmum of $500,000 lbr

exploration purposes on Block B before December 31. 1993. Block B is

not knoli,n by the Company t0 contain any detined gold resources.

Block B contains approximatelv 1,160 acres of unpatented mLning

cLaims and represenLs about 3.4 percent of the total Company propenl

hoLdings in the Alligator Ridge area. Placer may exercise its optron to

purchase BLock B for $6,000,000 any tlme before lvlarch 1, 199,1,

In addrtron to the purchase prlces, the Conparv would be paid a

Net SmeLter Return Rovalty in the er,ent total cumulatir,e production

by PLacer exceeds 270,000 ounces of gold in the case ol Block A or
j00.000 ounces o[ gold in the case of Block B. Thr ro,valty pelcentage

varies from zero percent 1f the pice of gold is less than Xi4lii) per

ounce lo frve percent if the price of gold is equal t0 L,.r gr.eater than

$480 per ounce. The gold price targets are to be adjusted annually

based on movement in the Producer Price lndex for I.inished [ioods.

Placer also purchased 1,000 000 shares of the Company's c0mmon

stock aL $2.50 per share, for a toral of $2,500,000. flacer may requrre

the Compan;r to repurchase these shares at $ 1.75 per share rl PLacer

does not exercrse its option t0 purchase Block A. The Lotal p0tentLal

purchase pnce of these shares is rellected in the accompanving

consolidated statement of financial positron as o[ December 3l , l99l
as Common stoch subjea to patential put.

RE CI-,U!f,ATION BONDS

The Umted States Deparrment of Inrerior. Bureau of Land

lv{anagement (BLtrl) and the State of Nevada, Division of Envir.onmen-

tal Protection (NDEP) jointlv promulgated nerv mimng reclamation

and bondrng rules ellectrve October ], 1990. Pursuanr to the new

rules, belore operatrons are permrtted to proceed under al1 nerv

minLng plans ol operauons 0r major pLan nodificatrons frled alter rhe

ellective date, the operator is requrred to provrde surety Ln an amount

equal to the estLmated cost to perform requLred reclamatron. For

purposes crl determining the amounl oI suret,v required. the assump-

tion is made that the reclamarion work rvill be perlormed entirel;i by

ouBrde contractors wrth no involvement by the operator.

On July 3, l99l, pur.suant lo the new bonding mles, the Conpany

provided reclamatior surety in the amount of !j853.000 for its Casino/

Winrock operatlon prior to commencement of mining operations at

the Winrock site The surety comprised a BL\4 bond in the amount of

S215,000 coLlaterahzed by a certificate of deposiL and application for

a corporate guarantee pursuanl t0 StaLe ol Nevada regulations 1br the

balance of $638.000. The State of Nevada has aclvised Lhe Bllvl that

the Company satisfies the financial tesLs csLablished by Nevada

regulations lor providing the corporaLe guarantee. As the Conpanv

completes the requLred recLamation work, the surety will be reduced

and the collateral rvilL be retr"rrned. Thc eerLificaLe of deposit is

reflected rn Other assets in the accompanying c0nsoLidated statirment

offinanciaL posLtion as o[December 3]. 1991

HEDGING

As of l)ecenrltr J1, i991, the Companl'has entered into ibrward

sales conrracrs for 28,197 ounces o[ gold at an average selhng prLce ol

$371 per ource. The gold is to be delii'ered on vanous dates through

lvlarch L , 1991. In addition, the Compan,v has sold call options

c.rcring | \ ht',r ounLes thrch expire at dates lrom lrrurrv 29

through December 29, 1992 at strike pnces ranging ltom $365 per

ounce to $410 per ounce. The Company also has purchased put

options covering 2,000 ounces which expne at the end ol February

and lvlarch 1992 at $l6tl per ounce. All gold sales have been made to

six unaffi]iated customers. The Company does not believe the loss ol

these customers would affect its business,

Opnerrrc Lees$
The Company leases office space and vehicles under oper.atrng

leases which expire through 1993. The folLowing tablc sets forth the

future mimmum lease pa1'-menL obligations as of December ]1, 1991

Year L'linimum Le as e P av me nts

1Ss2 . . .. $ s7,000

19s3 . $ 6,000

Rent expense nzs $193,000 S127,000 and $i04,000 for the years

ended December 31, 1991. 1990 and 1989, respectively The

Compan,v recognrzes rent expense for ils corporale offices on a

strarght hne basLs over the term of the lease. The Company has Lhe

optron 0[ extending the lease on ils corporate offLces for a live year

period commencrng tr4ay I, 1992 at the then prevai[ng market rate.

MINEML LEASE AGRTEMENTS

The Company has entercd into various mincral lease agreements,

cancelable at the Compan,v's optiorr, which require the Company to

make varyLng amounts o[ work commitmrnts 0r oplion payments.
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(.LanLinucd)

It[o'Lu 13 - [rc,u. Pnocruumr;s
L)n Novenber 6, 1990, the Company sLgned an agreemenr wnh ns

iorner president rnd loLrnder and a corporation rvhrch is conrrolled

b,v hirn which scLLied the Companlis letsurts against rhem. On

\olember 9, 1990, the Cornpany received $,{7j,000 in cash irom its
ior.nrer president. The Cornpany,agreed ro cismiss all its legal clarms

against its former president ancl transferred t0 him certain undeyel

oped and unprovcn mintng eLaims in Pershing Count1,, \er.ada,

rvhich n'ere Lhe subject c,l one of rhe lawsuits. The proceeds of rhe

settLement, less LiLe cost oi the claims translened oI appioxrmarelv-

$102 000. are ircluded in Other inicrnre in 1990.

Norn 14 - QLrARTlRr.y D.tL,r (Ux,luorrtu)
QuarLerLy eamings data for the i'ears ended Decenber ll , I 9t) l

and 1990 follorvs:

(Anrounis tn Lhausunds except per shart. da1a)

1991 Quarters Flrsa

$ 3,566
2,640

--"-l
)fc0t1.1 

|$ 3,366 
|

2,427 
|

-l

s3e 
I

84s 
I*l

-l 31e 
I

$ 23rl
Is 0.017 |

' 
,..ono 

I$ 1,594 |

1,0211

s73 
|

706 
I

tr33-)l

-t
n4l

$ 1?6 |

-l$ 0.013 
|

:'l
InUA

$ 5,181
3,998

1,183
't,228

*f
2t61

$ ,rol
$ ori6l

thid

$ 4,119
2,078

zo^,
6e6 

l

-l

1,345 |

-l1.790 |

I$ 1.438 |

I$ 0.104 
|

Fourth

$ 4,348
2,891

(lrrls< lr nP rr lin u m,rroin
Onerelin o e YnP n\P\-r- -" fl

926
775

1,457
633

Incorne (loss) 151 824

lncome before income taxes and
'16 crLrr.ortlinarvitcm ................. 1,572

$ 1,131

$ 0.024 $ 0.076

1990 Quarlers

Salcs........
LosLs attd trpcr:Ling crpcn:e; ......

Croqq nnet lf ir't s rrr,,rrljln-' """ -r- ""'D
Opcratrng cxpcnscj . ............,.....

Firs r

$ 2,s54
2,201

Fourth

$ s,ssz
3,357

2,200
854

753
vol

(208 1,346

Tncome belbre income taxes and
extrr,'-drna+ tlctn ............... .. 272 910

212 $ 1,097

Net income per common share .............,,.,

During the lburth quar.tcr of L99l, basetl i,n the grade and volume

ol solution.r produced b,r, the heaps at thc Alligator Ridge lvline.

management revised Ihe cstjnrate of oLrnces remaining upr,vard bv

approxrmaLeli- 1l,40tl r-rur.t:s t0 r.eflecr an esttmaLed 1992 productlon

of 10, 500 ounces. ThLs revision had the effect of signilicanLly

redrrcing the average cost of goid sold in 1 991 ancl delcrnng

rpprox.n.leh $l.B mil.ion n'elucr-l ni.nro r ., .i.

$ 0.01s $ 0.079



Rrpour op IrnupEl,{DtNT Accour{t{Nts

To rur Stocxuor,luRs ,tln Boaru or
DrRlcrons or USMX. lNC.

We have audited the consohdated financlal statentents of financial

position ofUSN{X, lNC. and Subsidjaries as of Decernber 31, L99l

and 1990 and the related consolidared sraremenrs of operations,

changes in stockholders' equlry and cash llorvs for each of the Lhree

,vears in the period ended Decembcr. I I , l99l. These financial

statements ate rhe responsrbLlity ofthe Company's management Our

responsrbrLity rs to express an opinion on tlrese financial staternents

based on our audLts

We conducted our audits in accordance with generally accepted

auditing standards Those standartls recluire that we plan and peribrm

the audit to obtain reasonable assurance abouL whether the financial

statements are fi.ee of material misstatemenL. An audit includes

cxamining, on a test basis. evidence supporling the amounts and

disclosures in the financial statements. An audit also includes

assessing the accounnng principles usecL and significant estimates

made by managenient, as well as evaLualing the overall frnancial

statement presentation We believe Lhat oLrr audits pronde a

reasorable basis for our oprnion

In our oprnion, rhe financral statements referred to abor,e present

[airly. in alL materialrespects, the consolLdared fLnancial posirior ,-rf

US\IX, lNC. and SubsLdiaries as ol December 31. 1991 and 1990 and

the consoLidated results oI their operanons and therr cash flows for

cach o[ Lhe Lhree years in the period ended December ]I, I 99I in

conlormity wiLh generalll' ac6st1.4 r.,.untLng pnncrples.

Coopers & L1'brand

Denver, Colorado

Nlarch 2 1, 1992
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(Amounts in lhouscinds except per slrure drLtu)

Decr.nrbtr 3l , 1991 1987

8,978
9,258

12,048
280

0

11,699

FINANCIAL CONDITION
tVorkind,-api1r1 .. .... .....

CurrenL a:rcLs

i otal a>:<Ls

Lu rre rr t lrrbrlrt ie

Lr-rng term liabilit its
St,-rl:hnlrlcr<' enrrirrr, _1-.",r ,,..,. . ,,..,. . ....,. .

$ 11,427
14,140
26,195
2,713
1,680

$ 20,052

10,582
12,821
21,132

2,239
1,534

17,359

8,808
10,095
15,651

1,287
101

14,283

5,644
6,914

13,465
1 ??n

200
11,824

Year F.nl,.ed Dectmber 31.

STATEMENT OF OPERATIONS

Reven ue

1991

17,564

1,928
1,928

0.14

1987

789
Income (loss) from

continuing operations

1 6,1 88

2,923
2,923

0.21

14,556

2,435
2,435

0.18

(r,3'r0)

Pnrcn Rnxcn Or CouuoN STocK
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The Companv's Common Stock is traded on the NASDAQ Natiorul Nlarler System under the sprbol. 'l.lSlv1X". The range of high and low bLd

quotatiorls lor cach quarterly period sincc January. 1990 as furnished by NASI)AQ is as follorvs:

1990
First Quarter..... . ... .... ..... $

Sccond Quartcr .

Third Q.rane'
fourth Qrrlrr cr

1991
First Quarter
Second Quartcr
Third Quarter
Fourth Quarter . ... $

I ltoh

2.82
1.75

2.13

1.50

't.69
2.06
2.06
2.06

l.otu

1.50

| .z)
1.31

1.00

1.00
1.12
1.4
1.31

The above quotations relecl inler-dealer prices, wrthout retaiLmark-

up, mark-c1oln or conimissions ancl mav nol necessarily represent

actual transactions.

Ar trlarch 16, 1992, the approximate number o[ hoLlrrs o[ record o[

the Company's Common Stock was 4,901. \o cash cliviclends have

been pald b,v the Compan,v. The Company does not anticipaLe pa;,-ing

cash dividends in thc near luture.

(r,3'r0)

$ (0.1 0)



CoRpoReru DrRncroRy

(From L to R-standrng) Gregory Pusey, GeorgeJ. Allen,
Sunton B. Bennett, Roben Scullion,

(From L to R-srtting) lvlichael L. Clark, James A. Knox,

John lt't. Willson, Terry P. McNulty (Not pictured)

DrREcroRS

James A, I(nox, Directorl
Presrdent and Chiel Executive Ofiicer

George J. Allen, Director;
President of Allen EngineerLng Company

Stanton B. Bennett, Director

Michael L. Clark, Drrector;
Executive Vice President of Pegasus Gold lnc.

Terry P. McNulty, Director;
President of T.P. McNulty & Associates lnc.

Gregory Pusey, DiTector;

Presrdent of Livingston Capual Ltd.

Robert Scullion, Director;
Partner of Scullion, Beekmann & Compan,v

John M. Willson, Director;
Presrdent and Chief Executive Offrcer of Pegasus Gold Inc.

ANNUAL MEETING

thursday, N{ay 14, 1992 Sheraton Denr''er West
Hotel & Conference Center, 360 Umon Boulerard,
lakewood, Colorado, 80228
Union Square Theatre Room 3:00 p.m.

LEGAL CouNsEL
Bearman, Talesnick & Clowdus
1200 lTth Street, Suite 2600

Dem'er, Colorado 80202

AuDrroRs
Coopers 6r Lybrand
370 17th Street, Suite 3300

Denver, Colorado 80202

TRANSFER AGENT

American Securities Transfer
938 Quail Street, Suite l0l
Lakewood, Colorado 80215
(303)234 5300

(From L to R) Dennis L. Lance. Paul B. Valenti,
Donald E. Nilson

Onncens
Dennis L. Lance, Vice Presrdent - Expioration

Donald E, Nilson, Vice Presrdent - Finance,
(pnrpranr Ar Treecrrrpr

Paul B. Valenti, \'ice Presrdent - Operations

.{ copy of the lo'K may b€ obtain€d by wnlten request 10 the

Eriecutire OIfices of USNIX, INC.
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